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Central Bank of Malaya 


In commending to the Legislative Council the bill 
to establish a central bank in Malaya (see this News 
Survey, Vol. X, p. 390), Sir Henry Lee, the Finance 
Minister of the Federation, outlined the following fea- 
tures of the proposed bank (Bank Negara Tanah 
Melayu). The head office would be in Kuala Lumpur. 
The Government proposes that the authorized capital 
of the bank should be $M 30 million, of which $M 20 
million would be subscribed by the Government and 
paid on the establishment of the bank. The Board of 
Directors would consist of the Governor, Deputy Gov- 
ernor, and five others; they would be responsible for 
the policy and general administration of the bank. 

The currency unit of the Federation would be the 
Malayan dollar, divided into 100 cents, and the bank 
would have the sole right to issue notes and coin. The 
parity of the Malayan dollar would be the current rate 
of 2s. 4d. sterling; in order to preserve this parity 
and maintain confidence in the currency, the bank would 
be required to exchange dollars for sterling and sterling 
for dollars at the rate of 2s. 4d., after making a small 
exchange charge, in much the same way as the Board of 
Commissioners of the Currency operates at present. 

The bank would be required to hold a reserve of 
external assets against its obligations, not only against 
its currency obligations (when it assumes this respon- 
sibility from the Currency Board), but against its deposit 
liabilities as well. The total reserve would have to be 
adequate at all times to meet the bank’s obligations and 
would be made up of two components: One component 
would be not less than the minimum reserve of external 
assets which the Board of Commissioners of the Cur- 
rency, Malaya and British Borneo, may be required to 
maintain under the currency ordinance at the time when 
the central bank eventually takes over the note issue in 
the Federation; the other component would be not less 
than 35 per cent of the central bank’s deposit liabilities. 
As at present, the reserve would be held mainly in 
sterling, but securities of countries outside the United 


Europe 


U.K. Production 

The index of industrial production in the United 
Kingdom in September is provisionally estimated at 
106-107 (1948=100), compared with 111 for Sep- 


Kingdom could also be held by the central bank, if 
approved by the Minister. 

The bank, where possible, would hold the accounts 
of the Federal Government, and it would be financial 
adviser to the Government. It would not, nor is it 
intended that it should, compete with commercial banks 
for ordinary banking business. 

The central bank would, in due course, maintain the 
Government’s stock registry, and it would manage loan 
issues and the public debt. It would also have the 
power to underwrite government loans in which it could 
invest. As the agent of the Government, the bank 
would be empowered to administer exchange control 
in the Federation. 

Provision has been made for the bank to be a lender 
of last resort, though in the interests of monetary sta- 
bility it is proposed that some statutory limit be imposed 
on the bank’s lending ability for certain purposes, apart 
from the limitations with which the bank would be 
faced in practice. 

The bank would be able to invest in treasury bills 
and other government securities, and thus help to 
finance government expenditure to a certain extent; but 
direct lending to the Government would be limited to 
temporary advances to cover temporary deficiencies in 
budget revenue—and then, to avoid any inflationary 
advances, only up to 12% per cent of the annual 
revenue that it is estimated will be received by the 
Government. 

Under an “accession” clause, the Yang di-Pertuan 
Agong would have power to adopt the provisions of 
the central bank ordinance; to bring it into accord with 
the provisions of an agreement, approved by resolution 
of the House of Representatives; and to extend the 
jurisdiction, powers, and obligations of the central bank 
to another territory. 


Source: Federal Government of the Federation of 


Malaya Legislative Council, Press Release, 
Kuala Lumpur, Malaya, October 23, 1958. 


tember 1957. The seasonally adjusted index is provi- 
sionally put at 104-105 and shows that, although there 
has been no dramatic fall in output, the gentle decline 
which has been apparent since the summer months still 
persists. 
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The index of production has been revised for the 
first time since 1952. The trend indicated by the new 
index is not significantly different from that indicated 
by the old one; but apparently some of the indices for 
individual industries show rather greater changes than 
those for the index as a whole. 


Source: The Times, London, England, November 1, 
1958. 


Hire Purchase in the United Kingdom 

The remaining restrictions on hire-purchase and 
rental agreements in the United Kingdom were lifted 
on October 29, when the Board of Trade revoked its 
orders controlling hire-purchase and credit sales and 
rental transactions. 

Capital goods and a range of consumer goods, includ- 
ing furniture and cookers, had been removed from 
control in September (see this News Survey, Vol. XI, 
p. 114). The goods that then remained subject to 
control were, in the main, motorcars, radio and tele- 
vision sets, and certain household goods. The Board of 
Trade has stated that, with credit conditions easier, the 
situation justifies removal of all goods from control. 
The revocation means that the initial downpayment 
and the period covered by the hire-purchase or rental 
agreement will be a matter for the trader himself to 
settle with his customer. It does not affect the protec- 
tion accorded to hirers under the Hire Purchase Acts. 


Source: The Times, London, England, October 28, 
1958. 


Interest Rates of National Bank of Belgium 

Effective October 30, the National Bank of Belgium 
has reduced by % percentage point its discount rates 
applying to both accepted and nonaccepted bills not 
domiciled with banks; the rate for the former is now 
4 per cent, and the rate for the latter is 5 per cent. The 
rate applying to bills nonaccepted and domiciled with 
banks has been reduced by 4% percentage point, to 
4.5 per cent. Interest rates charged by the Bank on 
loans and advances against public funds have also been 
reduced by “% percentage point, to 5 per cent per 
annum, except the rate on advances against certificates 
with a maturity no longer than 366 days issued either 
by the Treasury or the Fonds des Rentes, which remains 
unchanged at the nominal level of the certificate rate 
plus 5/16 percentage point, with a minimum rate of 
2.25 per cent. 

The basic discount rate (applying to accepted bills 
domiciled with banks) remains at 3.5 per cent, the 
rate to which it had been reduced in August (see this 
News Survey, Vol. XI, p. 84). The decision to leave 
this rate unchanged was reportedly taken by the National 
Bank in order not to encourage an outflow of short- 


term capital of which the domestic market may be in 
great need in the coming months. 


Source: Agence Economique et Financiére, Brussels, 
Belgium, October 30, 1958. 


Netherlands Government Loan 

The Netherlands Government announced that on 
November 10 it would open subscriptions to a f. 250 
million (US$66 million) 25-year, 4% per cent loan, 
the subscription price to be 98 per cent of par. This 
will be the first loan of the Central Government since 
April 1956, when 30-year, 34% per cent bonds were 
issued at 99 per cent of par. 


Sources: Het Financieele Dagblad, Amsterdam, Nether- 
lands, October 25 and 27, 1958. 


Economic Situation in Sweden 

As a result of the general stagnation tendencies in 
Western Europe this year, Swedish exports have 
decreased and the rate of increase in production in 
Sweden has slowed down, says the Economic Research 
Institute in its report on the economic situation in 
1958. However, the recession tendencies abroad have, 
so far, generally been counteracted by domestic devel- 
opments, and there has been no serious repercussion 
on the balance of payments. Yet there is the danger of 
a worsening of the trade balance as well as of some 
decrease in employment. Industrial production rose by 
3 per cent in 1956, but in 1957 and the first six months 
of 1958 the volume of output was practically unchanged 
in comparison with a year earlier. Employment in 
manufacturing industries in January-August 1958 was 
1% per cent under that in the same period in 1957. In 
the building industry, however, employment has risen. 

The increase from 1957 to 1958 in hourly wages for 
industrial workers is estimated to be about 5 per cent, 
which is somewhat less than in 1957. It is about the 
same as the increase in productivity in industry, which 
in recent years has been between 4 per cent and 5 per 
cent per year. 

The rise in employment in the building industry is 
connected with an increase of about 10 per cent in 
the building of dwellings. Other investments also have 
risen: estimates indicate an increase of 8 per cent in 
public investments and also an increase in industrial 
investments, partly as a result of the abolition of the 
investment levy in January 1958. Total investment 
activity (excluding inventory changes) in 1958 is 
expected to show an increase of 6-7 per cent (assuming 
stable prices and excluding maintenance) over 1957, 
against an increase of 3-4 per cent from 1956 to 1957. 

The value of exports in January-August 1958 was 
6 per cent less than in the same period in 1957, and 
the volume dropped by 5 per cent. At the same time, 
the value of imports decreased by 6 per cent, which 
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means that the import surplus fell by about SKr 100 
million. The volume of imports decreased by 2 per 
cent. However, a decrease in net income from shipping 
resulted in the deficit on current account during 
January-August of this year being about SKr 70 million 
larger than during the same months in 1957. Although 
it is hazardous to estimate the current account for the 
entire year 1958, it now appears probable that there 
will be a deficit of about SKr 200 million. The volume 
of exports may continue low during the coming months 
at the same time that export prices may decrease. 

Source: Svenska Dagbladet, Stockholm, Sweden, Octo- 

ber 24, 1958. 


Personal Loans in Sweden 

A new form of unsecured personal loan in Sweden 
has been introduced by Skanska Banken. The amount 
of the loan normally will be between SKr 1,000 and 
SKr 3,000, but in certain cases it may exceed the 
higher figure. Hitherto, the practice of Swedish banks 
in lending of this kind has been to require the borrower 
to save a given sum before qualifying for an unsecured 
loan. The new type of loan is intended to meet cases 
where expenditure cannot wait upon the completion of 
saving, ¢.g., for the planning of a home, loans for study 
purposes and convalescence trips, etc. The rate of 
interest to be charged has been fixed at 5 per cent on 
the full amount of the loan. The amortization periods 
are 6, 12, 18, or 24 months. The only condition for 
the loan is that the borrower’s financial position be such 
that he may reasonably be expected to be able to repay 
the loan. 
Source: Svenska Dagbladet, Stockholm, Sweden, Octo- 

ber 14, 1958. 


Swedish Loans to Finland 
The Swedish Government has proposed to the Riks- 
dag that Sweden write off SKr 70 million (US$13.5 
million) of the government loans granted to Finland 
during World War II. Finland’s debt to Sweden 
amounts to about SKr 455 million ($89 million). 
Interest on the total debt has been paid at a rate of 
3 per cent per annum since 1950, and repayments of 
the loan are to begin January 1, 1959 for a period of 
25 years. It is proposed that a special fund of SKr 5 
million be created to promote cultural relations between 
the two countries. 
Source: Svenska Dagbladet, Stockholm, Sweden, Octo- 
ber 17, 1958. 


Index Charges on Lending in Finland 

On October 1, the commercial banks in Finland 
lowered from 1 per cent to % per cent the additional 
charge on lending which is collected in order to cover 
the premiums due to holders of index-tied deposit 
accounts (see this News Survey, Vol. X, p. 129). The 


rate of 1 per cent had been in force since the beginning 
of April 1957. The cooperative credit societies and 
their central bank fix their rate of index charge for 
half-year periods, the rate applied throughout 1958 
being 1 per cent. The index charge debited by the 
savings banks varies in individual banks; the weighted 
average for the first half of this year was 0.9 per cent, 
but for the second half it will probably be lower. In 
1957, the savings banks charged an average 0.8 per 
cent for the first half year and 1.1 per cent for the 
second half year. In other credit institutions, where a 
25 per cent or a 50 per cent index clause is applied to 
capital and interest, the rate of the charge has remained 
unaltered. 


Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, October 1958. 


Use of Proceeds of Export Levy in Finland 

On September 25, 1958, for the first time, the 
Finnish Government granted loans from the funds 
accumulated from levies on exports (see this News 
Survey, Vol. X, p. 116). A total of Fmk 6.6 billion 
was distributed, of which Fmk 6.0 billion went to nine 
wood processing firms for the extension of pulp pro- 
duction and Fmk 0.6 billion to three mining companies. 
All loans were granted to enterprises already estab- 
lished, particularly those situated in the northern areas, 
where there is underemployment. The rate of interest 
on the loans is 5 per cent, and the term is 18 years. 
Amortization begins after three years. 


Source: Bank of Finland, Monthly Bulletin, Helsinki, 
Finland, October 1958. 


OEEC Report on Federal Republic of Germany 

The OEEC report on the Federal Republic of Ger- 
many, which has recently been published, notes that 
between 1957 and the middle of 1958 industrial pro- 
duction hardly increased, as investment activity was 
slower and propensity to save higher. Since the sum- 
mer of 1958, industrial production appears again to 
have been stimulated by stronger domestic demand. 
On the other hand, external demand, which in the past 
year was still the main supporter of economic activity, 
has abated. Since external demand remains an uncer- 
tain factor, the Federal Republic might have to stim- 
ulate internal private demand. 

At present, there is no sign of a decrease in Ger- 
many’s considerable balance of payments surplus. 
Although the volume of imports rose more than the 
volume of exports, the fall in import prices led to a 
further increase in the trade surplus (see this News 
Survey, Vol. XI, p. 144). According to the OEEC, the 
impact of the German balance of payments surplus on 
the structure of international gold and foreign exchange 
reserves in the last months of 1957 and the first quar- 
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ter of 1958 has been partly concealed by the outflow 
of considerable short-term funds which had been trans- 
ferred to Germany during the monetary crisis in the 
summer of 1957. On the other hand, the German 
authorities have taken various measures to stimulate 
the outflow of other categories of funds; particularly, 
interest rates have been decreased and public repay- 
ments abroad accelerated. 

If the German Government does not intensify its 
capital transactions with foreign countries, the OEEC 
report goes on to say, it is nearly inevitable that a new 
and substantial increase in German foreign exchange 
reserves will occur. The German encouragement to 
private capital exports has been ineffective as interest 
rates in Germany have remained high in spite of the 
reduction of the official discount rate from 5.5 per cent 
to 3 per cent and in spite of the fall in the yield of 
long-term bonds. If the Federal Republic continues to 
have substantial balance of payments surpluses, it 
would be hoped that the public authorities would 
increase their capital exports. It would also be impor- 
tant to continue lowering the German interest rate 
structure. 

To avoid liquidity difficulties for the trading part- 
ners of the Federal Republic, it would be desirable for 
the German side to do everything possible to reduce 
the present surplus in its trade balance. According to 
the OEEC, the tariff reductions have been a good 
initial step and have encouraged the import of finished 
industrial products, although they have not been fol- 
lowed by a reduction of the surplus in the trade balance. 
It seems rather certain that a decrease of quantitative 
restrictions on agricultural imports would make it pos- 
sible for the trading partners of Germany to increase 
their purchases in the German market. It would there- 
fore be very desirable for the German authorities to 
encourage an increase of agricultural imports and to 
strengthen liberalization in this sector by appropriate 
means. 

The OEEC calls upon all trade partners of Germany 
to strengthen internal financial stability. Thus, in the 
future, capital movements to Germany similar to those 
of recent years could be avoided. 

Sources: Handelsblatt, Diisseldorf, Germany, Octo- 
ber 29, 1958; Neue Ziircher Zeitung, Ziirich, 
Switzerland, October 31, 1958. 


Shorter Working Hours in Austrian Industry 

As of October 1, 1958, working hours in the Aus- 
trian mining industry have been reduced from 48 to 45 
hours per week, without a reduction in weekly wages. 
Overtime, if required, will be compensated on the basis 
of 25 per cent above regular wages, up to a total of 
48 hours per week. For overtime exceeding the 48- 


hour limit, compensation will be 50 per cent above 
regular wages. 

The new 45-hour working week for miners. is 
regarded as a first step in an over-all reduction of the 
working week in Austrian industry without a reductien 
of weekly earnings. The Ministry of Social Welfare 
has proposed a bill that would shorten working hours 
throughout industry, and the change in weekly working 
schedules is expected to become effective by the end 
of 1958. 

In the view of the Federation of Austrian Trade 
Unions, any loss of working hours will be compensated 
by rationalization measures, by greater labor efficiency, 
and by a decline of the accident rate in industry. Rep- 
resentatives of industry have stated that they are not 
opposed to the idea of reduced weekly working hours, 
at equal pay, insofar as the reduction appears to be in 
line with a trend toward greater productivity. Some 
critics of the proposed measure have pointed out, how- 
ever, that the 45-hour work schedule should not be 
introduced along rigid lines on the assumption of equal 
conditions throughout industry, and that it should not 
prejudice future adjustments, since many enterprises 
might otherwise face problems in holding their own 
against foreign competition. 


Source: Austrian Information Service, Austrian Infor- 
mation, New York, N.Y., October 25, 1958. 


Austria's 1959 Budget 


The budget that the Austrian Government has pre- 
sented to Parliament for the calendar year 1959 esti- 
mates a deficit of § 1.0 billion in the ordinary budget, 
with receipts amounting to S 36.5 billion and expendi- 
tures to S 37.5 billion. The extraordinary budget pro- 
vides for a deficit of S 3.0 billion, which is to be 
financed by loan operations. In his budget speech, the 
Finance Minister stated that in the ordinary budget 
investment expenditures had to be curtailed because of 
the increase in other budget requirements. The extraor- 
dinary budget, on the other hand, provides for invest- 
ment expenditures larger than in previous years, 
particularly for school and road construction, modern- 
ization of the telephone system, and investments of the 
federal railroads. These investment expenditures are 
designed to contribute to the continued growth of the 
economy, and the development of a budget deficit to 
be financed by borrowing is regarded as a means of 
counteracting recessionary influences from abroad. As 
far as the ordinary budget is concerned, the Finance 
Minister emphasized the possibility that the deficit 
might be eliminated by a further expansion of economic 
activity in Austria during 1959. 


Sources: Die Presse, Vienna, Austria, October 5, 1958; 
Neue Ziircher Zeitung, Ziirich, Switzerland, 
October 24, 1958. 





INTERNATIONAL FINANCIAL News Survey, November 7, 1958 153 


Middle East 
Intra-U.A.R. Trade and Payments 


In accordance with a Presidential Law issued Au- 
gust 31, 1958, the Ministers of Economy and Commerce 
for the two Regions of the United Arab Republic agreed 
on September 19 to exempt from customs duties all 
goods of local origin imported from either Region, with 
the following exceptions: synthetic yarns and fabrics, 
glass manufactures, tanned skins, shoes, and carbo- 
nated beverages, which will remain subject to 50 per 
cent of the normal import duty; and tobacco, sugar, 
and salt, which will remain subject to full payment of 
duties. At the same time, import licensing require- 
ments with respect to intra-U.A.R. trade were abolished 
for all items except the above-listed commodities. 

An exchange of letters between the two Ministers on 
the same day provided for all payments between the 
Egyptian and Syrian Regions to be effected through an 
account in Egyptian pounds at the National Bank of 
Egypt, to be called the Syrian Region Account. Net 
balances to the credit or debit of this account are not 
limited, will bear no interest, and will be settled annually 
in a manner to be agreed upon by the two Ministers. 
The new arrangements replace those of the Syrian- 
Egyptian Payments Agreement of 1957. 

Source: Bureau des Documentations Syriennes et 
Arabes, Etude Mensuelle sur l’'Economie et 
le Marché Syriens, Damascus, Syria, Octo- 
ber 25, 1958. 


Egyptian Cotton Crop 

The first estimate of the Egyptian cotton crop for 
the 1958-59 season starting September 1 is 9.70 mil- 
lion ginned kantars (excluding scarto), an increase of 
10 per cent over the final estimate of 8.83 million 
kantars for the 1957-58 crop. The increase is due to 
an improvement of 5 per cent in the yield (5.09 kantars 
per feddan in the current season against 4.85 kantars 
per feddan last season), and to an increase of 4.4 per 
cent—from 1.82 million feddans to 1.90 million fed- 
dans—in the area under cultivation (1 kantar=99.05 
pounds; | feddan=1.038 acres). The 1958-59 crop 
consists of 5.71 million kantars of long-staple cotton, 
0.81 million kantars of long-medium-staple, and 3.18 
million kantars of medium-staple. 


Source: Al Ahram, Cairo, Egypt, October 9, 1958. 


Relaxation of Syrian Import Payments Restrictions 

A decree issued on September 23 by the Minister of 
Economy and Commerce for the Syrian Region of the 
United Arab Republic has canceled the requirement— 
instituted last April in an attempt to discourage imports 
—that importers secure irrevocable letters of credit 
upon confirmation of their orders (see this News Sur- 
vey, Vol. X, p. 349). According to an official announce- 


ment, removal of this requirement was made possible 
by an improvement in general economic conditions, 
especially after the recent harvesting of an excellent 
cotton crop. 


Source: Bureau des Documentations Syriennes et 
Arabes, Etude Mensuelle sur l’Economie et le 
Marché Syriens, Damascus, Syria, October 25, 
1958. 


Limitation of Land Ownership in Iraq 

The Agrarian Reform Law recently issued in Iraq 
limits land ownership to 1,000 dunums for flow irri- 
gated land, and to 2,000 dunums for rain irrigated land 
(1 dunum=0.22 acre). Within five years, the Govern- 
ment will take over the agricultural lands in excess of 
the maximum holdings and will pay compensation in 
government bonds bearing an annual interest rate of 
3 per cent and refundable in 20 years. Agricultural 
lands taken over will be distributed as small holdings 
varying in size between 30 and 60 dunums for flow irri- 
gated land and between 60 and 120 dunums for rain 
irrigated land. The land will be sold to farmers against 
notes payable in 20 years bearing 3 per cent interest. 


Source: The Iraq Times, Baghdad, Iraq, October 2, 
1958. 


Iraq's Customs Duties 

Iraq has reduced its rates of customs duties for a 
number of essential goods, the reductions for sugar and 
tea amounting to 15 per cent. Duties have been increased 
on such luxury goods as liquor and cigarettes and on 
goods that compete with Iraqi manufactures; this sec- 
ond group includes jute products, gunny bags, and 
rayon textiles. 


Source: The Ottoman Bank, A Review of Middle East- 
ern Trade, London, England, September 1958. 


Oil Revenues of Iraq 

The Iragi Government’s income from oil revenues 
in the third quarter of 1958 amounted to ID 21.9 mil- 
lion, compared with ID 16.9 million in the first quarter 
and ID 18.7 million in the second quarter. The improve- 
ment results from the normalization of the rate of 
exports from the northern oilfields, following completion 
of repairs to the pipeline, and to the increase of exports 
from the southern fields. Oil revenues for the entire 
year are now expected to reach ID 80 million. 


Source: Middle East Economic Digest, London, Eng- 
land, October 17, 1958. 


Far East 
Surrender of Foreign Exchange fo Reserve Bank of India 


The Reserve Bank of India has drawn the attention 
of authorized dealers and the public to a notification, 
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issued by the Ministry of Finance on September 25, 
directing persons resident in India to surrender certain 
specified currencies acquired by them to the Exchange 
Control Department within one month of their acqui- 
sition. The effect of the notification is that persons 
resident in India will be required to surrender foreign 
currencies with only a few exceptions, such as those 
of Pakistan, Burma, and Ceylon. The notification wid- 
ens the scope of an earlier notification which was 
restricted to a few specific currencies. It will, however, 
not apply to “such foreign exchange held by authorized 
dealers within the scope of their authority; persons 
authorized by the Reserve Bank of India to hold such 
foreign exchange for business or other purposes within 
the scope of the authorization in their favor; mainte- 
nance of, and operation on, any account in foreign 
currency maintained outside India by persons in or 
resident in India but not domiciled therein; and any 
sum held in an account expressed in pounds sterling, 


provided that such account was in existence prior to 
July 8, 1947.” 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, October 16, 1958. 


Indian Banks’ Agreement on Deposit Rates 

Thirty-seven Indian and foreign banks have con- 
cluded a voluntary agreement on the maximum rates 
of interest to be paid on deposits. The agreement, 
which became effective from October 1, 1958, is open 
to any bank having deposits of Rs 50 million or more. 
The agreement provides, among other things, that the 
interest on current account will be “%4 per cent on 
daily or minimum monthly balances. The maximum 
rate of interest on any time deposit for less than three 
months and a deposit at notice of seven days or more 
will not exceed 3% per cent per annum; and the maxi- 
mum rate of interest for any time deposit for three 
months and over will not exceed 4 per cent. The 
maximum rate in respect of savings bank deposits will 
be 2% per cent on a minimum monthly balance, and 
the maximum amount on which interest will be paid 
will be Rs 50,000. 

The agreed rates will not apply to interbank trans- 
actions. The rates will be effective for six months at 
a time. At the end of such period, they may be revised 
by a referendum; but during any period they may be 
revised by the Executive Committee in accordance with 
changes in the bank rate. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, October 16, 1958. 


Cloth Production in India 

Production of cotton cloth in India was 3,467 million 
yards in the first half of 1958. Total production in 1957 
was 7,347 million yards, against 5,585 million yards 


in 1948, an increase of 31 per cent. On this basis, the 
per capita availability of cloth in India is now 16.2 
yards. In 1957, mills accounted for 5,317 million 
yards, an increase of 23 per cent over 1948; output of 
handloom cloth rose by about 58 per cent in that period, 
and of powerloom cloth by more than 54 per cent. In 
the production of mill-made cloth, Bombay leads other 
states, accounting for about 3,585 million yards of the 
total output of 5,317 million yards in 1957, and for 
about 1,653 million yards of the total of 2,451 million 
yards in the first half of this year. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, October 16, 1958. 


Exchange Reform in Laos 

Laos devalued its currency from 35 kips per U.S. 
dollar to 80 kips on October 10. At the same time, it 
restored freedom for financial transfers and removed 
import and export controls. From now on all author- 
ized banks that obtain authorization of the National 
Bank will be able to buy and sell foreign exchange at 
a rate freely determined by supply and demand forces. 
Until the exchange reform, all financial transfers and 
imports were subject to licensing by the National 
Exchange Office. Prior to the devaluation, the black 
market rate of the kip reached 110 kips per U.S. dollar. 
After the devaluation the gold bar in Vientiane (15 
grams of fine gold) fell from 2,600 kips to 1,800 kips. 


Source: L’Information du Viet-Nam Economique et 


Financiére, Saigon, Viet-Nam, October 16, 
1958. 


Philippine-U.S. Tariffs 

In accordance with the terms of the revised trade 
agreement signed on December 15, 1954 by the Philip- 
pines and the United States (see this News Survey, 
Vol. VII, p. 211), tariff rates in the two countries will 
be doubled as of January 1, 1959. Philippine tariff 
rates on goods from the United States, which have been 
maintained at 25 per cent of rates charged other coun- 
tries since 1956, will rise to 50 per cent. U.S. duties on 
goods from the Philippines will rise from 5 per cent 
to 10 per cent of the lowest tariffs applicable to imports 
from other countries. Rates will increase further in 
1962, 1965, and 1974; and in 1974 the United States 
and the Philippines will be applying the same rates to 
each other’s trade that are imposed upon imports from 
all other countries. 

The special import tax, which replaced the former 
Philippine exchange tax, will be reduced from 13.6 per 
cent to 11.9 per cent under a schedule leading to the 
elimination of this tax by January 1, 1966. 


Source: The Journal of Commerce, New York, N.Y., 
November 4, 1958. 
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United States 
U.S. Tariff Commission Decision on Oil Imports 


The U.S. Tariff Commission has rejected an appli- 
cation of independent Texas oil producers for tariff 
relief from the competition of imported crude oil and 
oil products. The application was submitted by the 
Texas Independent Producers and Royalty Owners 
Association under the escape clause provision of the 
Reciprocal Trade Act. The Commission ruled that, 
insofar as crude oil imports were concerned, these were 
being restricted through the voluntary import control 
program, and that the escape clause procedure should 
not be used as a substitute in this instance. In regard 
to imports of oil products, the Commission stated that 
there was no evidence that the members of the Asso- 
ciation were substantial producers of these products. 


Source: The Journal of Commerce, New York, N.Y., 
November 4, 1958. 


U.S. Manufacturers’ Orders and Sales 

New orders of manufacturers in the United States 
increased in September by $700 million, to $26.8 billion 
on a seasonally adjusted basis. They were 11 per cent 
above the recession low point of $24.1 billion, to which 
they had fallen in February. The September figure was 
the first so far in 1958 to exceed that in the corre- 
sponding month of 1957. The rise in durable goods 
industries was twice that in nondurable goods indus- 
tries; for primary metals and machinery, the increase 
was particularly large. Manufacturers’ sales (season- 
ally adjusted) rose by $300 million in September, to 
$26.7 billion; however, this was still considerably below 
sales of $28.2 billion in September 1957. Two thirds 
of the September increase was in durable goods, despite 
the continued decline in automobile sales. Manufac- 
turers’ inventories fell by $200 million between August 
and September; this compares with a decline of $400 
million from July to August and with an average of 
about $500 million in the first six months of the year. 


Source: The Wall Street Journal, New York, N.Y.., 
October 30, 1958. 


Latin America 


Trade Agreement Between Brazil and Chile 

As a result of recommendations by the Joint Com- 
mission formed to study bases for new trading arrange- 
ments between Brazil and Chile, the 15-year old trade 
agreement between the two countries has been extended 
for a further period of six months, with an option to 
renew it for an additional three months, and a new 


payments agreement has been signed to be effective 
from October 1. The payments agreement is based on 
the scheme approved at a meeting of central bank 
officials in Montevideo in May 1957, which ensures 
parity between the compensation and the free U.S. 
dollar. It establishes a reciprocal credit of $6 million 
and allows for the transfer of balances to be used in 
commercial transactions with other monetary areas. It 
has also been agreed to establish a Joint Committee of 
Industrial Cooperation, composed of representatives of 
the two Governments and of industry, for the purpose 
of making proposals for the expansion of trade in manu- 
factured goods between the two countries and for 
achieving closer collaboration between industries in 
each country. In addition to paying particular attention 
to the exchange of nitrate, copper, sugar, and fruit, the 
Joint Commission has proposed that a fairly wide range 
of other products, including iron and steel products, 
newsprint, cellulose, coal, and certain types of railway 
material from Chile be exchanged for coffee, cocoa and 
other primary products, chemical and pharmaceutical 
products, seamless steel piping, plastics and synthetics, 
vehicles and railway material, industrial machines and 
equipment, electrical materials, elevators, and sewing 
machines from Brazil. 


Source: Bank of London & South America, Fort- 
nightly Review, London, England, October 11, 
1958. 


DLF Loan to Paraguay 


Under an agreement signed on October 29, $2.5 
million will be made available to Paraguay from the 
U.S. Development Loan Fund for completion of an 
all-weather rock surface road, known as the Route to 
Brazil. The funds will be used primarily for financing 
crushed rock surfacing of the section between Coronel 
Oviedo and Puerto Presidente Stroessner. 


Source: Department of State, Press Release, Wash- 
ington, D.C., October 29, 1958. 


Other Countries 


New Zealand Guaranteed Dairy Produce Prices 


The New Zealand Government has amended its pro- 
posals for guaranteed prices for butter and cheese (see 
this News Survey, Vol. XI, p. 40). Sufficient financial 
assistance will be provided to permit a price to be 
fixed equivalent to 32 pence per pound of butterfat 
for butter manufacture and 35 pence per pound for 
cheese making. These prices are about 10% per cent 
lower than those of last season. The assistance granted 
by the Government will exceed the limit of £5 million 
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previously proposed, but it is not possible at present to 
determine its exact amount. Assistance will be pro- 
vided by way of loans, repayable as soon as market 
realizations allow this to be done. 


Source: New Zealand Embassy, News from New Zea- 
land, Washington, D.C., September 1958. 


Improvement in South Africa's Reserves 

The gold and foreign exchange reserves of the South 
African Reserve Bank at the end of September rose to 
nearly £93 million, the highest figure in seven months. 
The lowest point was reached at the end of May 1958, 
when reserves totaled £72.6 million. The improvement 
followed restrictive measures taken in the first half of 
the year. These measures included a curb on bank 
credit through the application of supplementary reserve 
requirements, in order to reduce funds for financing 
imports; an increase in some interest rates; a ban on 
imports of “luxury” cars; and a tightening of hire- 
purchase conditions in the motor trade. Increased 
customs and excise duties were applied to gasoline, 
motorcars, liquor, cigarettes, and tobacco. 

In the monetary and banking review prefacing the 
Reserve Bank’s bulletin of statistics, Dr. T.W. de Jongh, 
head of the Department of Economic Research and 
Statistics, shows that, after dropping by about £24 
million during the first quarter of 1958, the gold and 
foreign exchange reserves held by official and banking 
institutions declined further, by about £5 million, dur- 
ing the second quarter. The smaller decline in the 
second quarter was due not only to a reduction in the 
country’s net current deficit with the outside world but 
also to an improvement in the net capital account. 
Imports of merchandise declined from £159 million in 
the first quarter to about £150 million in the second, 
while exports of merchandise, excluding gold and ships’ 
stores, remained at the first-quarter figure of about 
£100 million. There was an increase of about £4 million 
in net gold output, but this was partly offset by an 
estimated increase of £3 million in net payments on 
invisibles. The total net current deficit with the outside 
world declined by about £10 million. For the first six 
months of 1958, the net current deficit was about £70 
million, compared with an approximate balance during 
the first half of 1957, while the net inflow of foreign 
capital from all sources was about £41 million, com- 
pared with a net outflow of about £9 million during 
the corresponding period last year. 


Of the net capital inflow of £41 million during the 
first half of 1958, official and banking institutions 
accounted for £13 million of long-term funds and for 
£25 million of short-term funds; the private sector 


accounted for about £3 million. The net inflow of 
private capital occurred despite net repayments of 
more than £2 million on uranium loans, and a further 
net repatriation of about £2 million of Union securities 
from overseas during the first quarter of the year. 
During the second quarter, purchases of Union securi- 
ties by foreigners approximately equaled their sales. 
There was a fairly substantial net inflow of private 
capital in the form of short-term funds in both July 
and August; and gold and foreign exchange reserves 
in August increased by about £3 million, despite a net 
current deficit estimated at £7 million. Imports in 
August were approximately £2.5 million less than in 
July of this year and about £5 million less than in 
August 1957. Merchandise exports in August fell £4 
million below those in July and about £9 million below 
exports in August of last year. It therefore would 
appear, the survey states, that insofar as the restriction 
of credit has acted as a curb on imports, or has induced 
importers to obtain short-term credit from overseas— 
together with the stricter control of Union resident 
funds—it has had a favorable effect on gold and 
foreign exchange reserves, “although a factor of con- 
siderable importance in this respect has been the sub- 
stantial reduction of interest rates and the easing of 
the credit squeeze in the United Kingdom.” 


Source: The Times, London, England, October 24, 
1958. 


Fund Transactions 

The record of Fund transactions published in /nter- 
national Financial Statistics, November 1958, shows 
that in August 1958 Chile purchased US$280,000 under 
its stand-by arrangement with the Fund, and that Tur- 
key purchased the equivalent of US$25 million ($12.5 
million in U.S. dollars and $12.5 million in deutsche 
mark). 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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